“TAX PoLICY DIVISION
DAWN CASH, DIRECTOR

PHONE (405) 521 3133
FACSIMILE (405) 522-0063

© April 18,2007

Re: Our file number LR 07-042

Deatr

This is in response to your inquiry of December 22, 2006 whereby you requested a ruling
concerning the Oklahoma Historic Rehabilitation Credit allowed under 68 O.S. § 2357.41, Following is
a restatement of the facts in your letter, the rulings requested and our response thereto. ‘

S tatemeﬁt of Facts
Out client, | (the "Landlord") has incurred certain qualified rehabilitation
expenses in calendar year 2006 for a certified historic structure located at

, generally known as the (the "Project"),
pursuant to which one of the Membets of the Landlord (the "State Member") has been or will be
allocated transferable Oklahoma histotic rehabilitation State Credits under the Section 68-2357.41 of the
laws of the State of Oklahoma (the "State Tax Credits"). The rehabilitation expenditures also qualify for
the Federal historic rehabilitation tax credits (the "Federal Tax Credits"). The State Member of the
Landlord desires to be able to transfer the State Tax Credits, but needs certain assurances from the
Oklahoma Tax Commission as to its ownership of the State Tax Credits under the following facts:

1. In order to help finance the rehabilitation and renovation of the Project, the Landlord has
entered into a Master Lease of the premises with (the "Master

Tenant").

2. Landlord has entered into a Pass—Through Agreement with Master Tenant whereby the
Federal Tax Credits have been passed-through to the Master Tenant.

3. Landlord and Master Tenant have agreed that the Pass-through Election only applies to the
Federal Tax Credits and not to the State Tax Credits.

4. Landlord is owned by , . and
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(the "Initial State Member").

5. Under the Landlord Operating Agreement, the State Meaner is allocated all the State Tax -
Credits. -

6. On or before December 31, 2006, the Initial State Member will transfer ~ membership
interest in the Landlord to a newly formed limited liability company (the "State Member").

V 7. Upon final certification of the Part III by the National Park Setvice and the State Historic
‘ Preservation Office which is expected to occur shortly after the first of January 2007, the
State Member will transfer the State Tax Credits to a third patty.

Rulings Requested and OTC Responsés:

1. The State Tax Credits will initially be owned by, and in the name of, the State Member due

to the allocation of the State Tax Credit to the State Member by the Operating Agreement
of the Landlord. : ‘

Yes. In the case of pass through entities, the Oklaboma Tasxc Commission allows tax credits 1o be either
allocated, assigned, or distributed to the members, shareholders or partners at the pass through entities
discretion, so long as the allocation, assignment, or distribution of the credits does not exceed one hundred
percent (100%). In this case, Landlord (a Limited Liability Company or “LLC”) will have generated
Oklaboma Tax Credits that may be allocated to members of the ILC, of which State Member is a

member.

2. The Federal Pass-Through Agreement does not pass the State Tax Credits through to the
Master Tenant. . '

Yes

3. The third party purchaser of the State Tax Credits from the State Member will be entitled to
claim the credit on its 2006 Oklahoma income tax return.

Yes. The credits generated during calendar year 2006 are eligible to be claimed for tax year 2006.

4. The transfer of the State Tax Credits can be accomplished by the State Member and the
third party purchaser by completing the Form 572: Transfer Agreement for Inconie Tax,
Rural Electric Coopetatives Tax, or Insurance Premium Tax Credit, and filing a copy.of the

~agreement executed by the State Member and the third party purchaser of the State Tax
Credits within thitty (30) days of the date of transfer with the Oklahoma Tax Commission.

Yes, transfers of tax credits are accomplished by filing Oklahoma Tasxc Commiission for 572.
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5. The third patty purchaser will be able to claim the State Tax Credits for the 2006 tax yeat by
attaching the 511 CR: Other Credits Form, and a copy of the F orm 572 to its 2006 income
tax return.

. Yes, tax credits are claimed on the Oklaboma tax retirn and reported on Oklaboma Tax Commission
Jorm 511CR and Oklakoma Tax Commission form 572 is supporting documentation.

This response applies only to the circumsfances set out in ybur request of December 22, 2006.
Pursuant to Commission Rule 710:1-3-73(e), this Letter Ruling may be generally relied upon only by the

entity to whom it is issued, assuming that all pertinent facts have been accurately and completely stated,
and that there has been no change in applicable law.

If I can be of further assistance, please feel free to call me at (405) 521-3133,

Sincerely,
FOR THE OKLAHOMA TAX COMMISSION

I

Michael C. Kaufmasn
Tax Policy Analyst




